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E.O. 11652: N/A 
TAGS: EFIN, SW 

SUBJECT: SWEDEN LEAVES SNAKE AND WILL SET KRONA IN RELATION TO 
BASKET OF CURRENCIES 

REF: STOCKHOLM 3446 
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1 . ON THE MORNING OF AUGUST 29, THE BOARD OF SWEDEN'S 
RIKSBANK, FOLLOWING CONSULTATION WITH THE GOVERNMENT, 
ANNOUNCED THAT SWEDEN HAS DECIDED TO LEAVE THE 

JOINT EUROPEAN MONETARY FLOAT, OR "SNAKE." INSTEAD, 

THE RATE OF THE SWEDISH KRONA WILL BE IN RELATION TO A 
"BASKET" OF FOREIGN CURRENCIES, DEFINED AS THE WEIGHTED 
AVERAGE OF THE 15 CURRENCIES THAT ARE MOST IMPORTANT 
FOR SWEDEN'S FOREIGN TRADE. IN CONJUNCTION WITH 
SWEDEN’S LEAVING THE SNAKE, THE VALUE OF THE KRONA 
IN RELATION TO THE EFFECTIVE EXCHANGE RATE INDEX OF THE 
"BASKET" WILL BE DEPRECIATED BY 10 PERCENT. 

2. IN ORDER TO PREVENT THE CHANGED EXCHANGE RATE OF 
THE KRONA FROM GIVING RISE TO A "PRICE-INFLATING 
SPIRAL" THE SWEDISH GOVERNMENT ANNOUNCED ON THE SAME 
DAY THAT A GENERAL PRICE FREEZE WILL BE IMPOSED TO 
REMAIN IN EFFECT FROM NOW UNTIL OCTOBER 31, 1977. 

PRICES WILL BE FROZEN AT THE LEVEL WHICH PREVAILED ON 
AUGUST 26, 1977. WHEN THE PRICE FREEZE IS LIFTED AT 

THE END OF OCTOBER, IT WILL BE REPLACED BY A SYSTEM 
OF INTENSIVE PRICE SURVEILLANCE. 

3. AT A PRESS CONFERENCE GIVEN BY THE GOVERNMENT ON 
AUGUST 29 (DETAILS OF WHICH WILL BE TRANSMITTED IN 

A SUBSEQUENT TELEGRAM), THE GOVERNMENT EMPHASIZED 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 STOCKH 03603 291247Z 

THAT IF THE DEPRECIATION OF SWEDISH CURRENCY IS TO 
HAVE THE DESIRED EFFECT, DOMESTIC CONSUMPTION MUST BE 
RESTRAINED AND PUBLIC EXPENDITURE MUST BE HELD BACK. 

IN ORDER TO STIMULATE EXPORTS AND ASSIST IN COUNTER- 
ACTING THE COST-INFLATING EFFECT ON IMPORTS WHICH THE 
CHANGED KRONA RATE WILL HAVE, THE GOVERNMENT ALSO 
ANNOUNCED THAT IT PLANS TO REDUCE THE CURRENT PAYROLL 
TAX LEVIED ON EMPLOYERS FROM FOUR PERCENT TO TWO PER- 
CENT, EFFECTIVE JANUARY 1, 1978. 

4. THE SWEDISH RADIO ALSO REPORTED ON THE MORNING OF 
AUGUST 29 THAT BOTH DENMARK AND NORWAY HAD DECIDED TO 
DEPRECIATE THEIR RESPECTIVE CURRENCIES BY FIVE PERCENT 
AGAINST THE DEUTSCHE MARK. IN CONTRAST TO SWEDEN, 

BOTH THESE COUNTRIES DECIDED TO REMAIN WITHIN THE 
SNAKE. 

5. EMBASSY COMMENTS FOLLOW. 

PERRY 
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